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February 22, 2019

Advice Letter No. 510

TO THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Del Oro Water Company, Inc. (DOWC) hereby transmits for filling, Advice Letter No.
510 for Commission consideration of DOWC’s request to acquire the Hat Creek Water System
assets, from the Hat Creek Water Company (Hat Creek), under the terms and conditions set
forth in the July 1, 2018 Asset Purchase Agreement between DOWC and Hat Creek [Exhibit A].
This proposed transaction is filed pursuant to Public Utilities Code (PU Code) 851-854 which
prohibits the sale or transfer of control of a public utility without the advance approval of this
Commission.

The following changes in its tariff schedules are attached hereto:

Cal. P.U.C. Schedule Cal. P.U.C.

Sheet No. Title of Sheet No. Sheet No.
-W Title Page -W
-W Preliminary Statement -W
-W -W

' e
-W Service Area Map, -W

Hat Creek District

-W General Metered Service, HC-1 L
-W Hat Creek District o
-W Table of Contents -W
-W -W
-W -W
-W -W
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Del Oro Water Company, Inc.
Advice Letter No. 510 HC
Page Two

Purpose

Furthermore, review and approval of DOWC's request for the sale and purchase of Hat
Creek may be obtained through the Advice Letter process, since the transaction is valued at less
than five million ($5,000,000); is non-controversial; and does not require environmental review
by the Commission as the Lead Agency under the California Environmental Quality Act
(CEQA). This process was established in Resolution ALJ-186 and extended and modified by
Resolutions ALJ-202, ALJ-244, and ALJ-272.

Background

The Seller desires to sell the water system and Buyer desires to acquire the system as it
can be profitably and efficiently consolidated with the regulated water systems Buyer already
owns and operates. Buyer has the following experience which qualifies it to operate the
subject system. Buyer is a CPUC public utility that has been providing water service to the
general public in portions of the State of California since 1963 under the regulatory jurisdiction
of the CPUC. Buyer presently serves customers (connections) in ten (10) counties including:
3,319 in Butte County; 405 in Shasta County; 892 in Humboldt County; 384 in Tuolumne
County; 90 in Kern County; 56 in Colusa County; 1,032 in Tulare County; 29 in Fresno County;
83 in Glenn County; and 37 in Tehama County

Hat Creek is a class D water utility owned by John Parrish. Hat Creek serves 63 metered
customers in the area known as Rim Rock Ranch and vicinity, located in the community of Old
Station, Shasta County. The sole water source is surface water out of Hat Creek, for which the
utility has diversion rights assigned by the State Water Resources Control Board. All of the
water is treated through a filtration system pre- and post-chlorination, plus an injection
coagulant. The water is then transported to a 100,000-gallon storage tank (bolted steel) via a 4-
inch supply line. A 6-inch (gravity fed) supply line carries the water into the distribution
system.
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Advice Letter No. 510 HC
Page Three

The water utility will operate as one of DOWC’s Districts under the direction of the
Regional Superintendent who has been with the company for over 42 years. Under his
direction, an Assistant Regional Superintendent (with Del Oro Water for over 32 years),
currently stationed near Chico, California, will be responsible for the operation of the new
district as well. He is approximately 120 miles from the proposed Hat Creek District. All field
personnel are appropriately licensed depending on the operational requirements of the
particular system. Hat Creek is approximately 25 miles from DOWC’s Johnson Park District
located in Burney where there are field personnel.

Central management, including DOWC'’s 24-hour Call Center, is located at
426 Broadway in Chico, California. All customer service needs, including inquiries and
complaints, are directed to central management through an 800 number.

The Hat Creek water system will be acquired by DOWC which will receive a capital
contribution for the acquisition by its parent, Utility Management Services, Inc. (UMS). The
financial integrity of the acquisition will be upheld by the financial backing of DOWC as well
as UMS. The Agreement of Purchase and Sale of Assets is attached as Exhibit A.

Hat Creek’s last General Rate Case was approved with Resolution W-5161 effective
March 22, 2018, establishing their current rates. With the newly established rates, DOWC will

not file a general rate case for rates effective sooner than twelve (12) months after the effective
date of the purchase.

Included in the Advice Letter 510 package to justify the acquisition are the following
exhibits:

EXHIBIT A - Agreement of Purchase and Sale of Assets, dated July 1, 2018
EXHIBIT B - A Service Area Map of the Hat Creek District of DOWC
EXHIBIT C - Resolution W-5161 and Current Rate Structure

EXHIBIT D - Fair Market Value by Harold V. Morgan, date June 28, 2018

Del Oro Water Company, Inc.
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EXHIBIT E - Proposed Summary of Earnings and Rate Base

EXHIBIT F - Notice to Hat Creek Customers to follow.

File a PROTEST:

A protest is a document stating that you object to the utility receiving all or some part of its request. If
you wish to file a protest, you must state the facts constituting the grounds for the protest, how the
advice letter affects you, and the reasons why you believe the whole advice letter, or part of it, is not
justified.

If the protest requests an evidentiary hearing (an evidentiary hearing is a legal proceeding held before an
administrative law judge at the Commission to obtain evidence), your protest must state the facts you
would present at the evidentiary hearing to support your request for a complete or a partial denial of the
advice letter. The filing of a protest does not ensure that an evidentiary hearing will be held. The decision
whether or not to hold an evidentiary hearing will be based on the contents of the protest.

File a RESPONSE:

A response is a document that does not object to the request sought in the application, but nevertheless,
presents information you believe would be useful to the Commission in acting on the application.

Whether you wish to file a PROTEST or send a RESPONSE you must:
¢ Send a copy of your document to the utility
e Mail both one copy to the utility and one copy to CPUC within twenty (20) days of the date you
received this notice.

The utility must respond to your protest or response within five (5) days. All protests or responses to
this filing should be sent to:

CPUC, Water Division and DOWC, Director of Community Relations
505 Van Ness Avenue Drawer 5172

San Francisco, California 94102 Chico, CA 95927

Fax: (415) 703-2481 (530) 717-2500 / Fax: (530) 894-5405
E-Mail : water_division@cpuc.ca.gov E-Mail: communityrelations@delorowater.com
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If you have not received a reply to your protest within ten (10) business days, contact Del Oro Water
Company at 1-877-335-6764 or 530-717-2500.

This is a Tier 3 filing. a notice to the customers will be mailed confirming the details of the transaction on
Thursday, February 28, 2019. A copy of this notice will be forwarded to the Commission as [Exhibit F].

This filing will not cause withdrawal of service nor conflict with any other schedule or rule.
Del Oro Water Company, Inc.

JANICE HANNA
Director, Corporate Accounting

Attachment
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Del Oro Water Co., Inc. (U 61 W)
Drawer 5172 Revised Cal. P.U.C. Sheet No. -W
Chico, CA 95927 Canceling -W

TARIFF SCHEDULES

APPLICABLE TO

WATER SERVICE

Together with Information Affecting
Rates and Service
of

DEL ORO WATER CO., INC

Drawer 5172
Chico, CA 95927
Butte County

Operating In or Near the Following California Cities and/or Unincorporated Areas

ARBUCKLE, BAKERSFIELD, BURNEY,
CALIFORNIA HOT SPRINGS, COLUSA, FERNDALE, FRESNO
MAGALIA, ORLAND, PARADISE, PORTERVILLE, SHASTA COUNTY, (C)
SHINGLETOWN, SPRINGVILLE, STIRLING CITY, STRAWBERRY,
UPPER STILSON CANYON BUTTE COUNTY, and TRAVER

The effective tariff schedules of this utility, including the rates and rules herein, have been regularly
filed with the Public Utilities Commission of the State of California.

No officer, inspector, solicitor, agent or employee of the utility has any authority to waive, alter or
amend these tariff schedules or any part thereof in any respect.

To be inserted by utility) Issued by (To be inserted by Cal. P.U.C.)
Advice Letter No. ___ 510 Date Filed
Decision No. JANICE HANNA Effective

Director, Corporate Accounting Resolution No.
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Del Oro Water Co., Inc ORIGINAL P.U.C. Sheet No. -W

(WTB 61) Canceling W
Service Area Map (N)
Hat Creek District
(N)
(To be inserted by utility) Issued by (To be inserted by Cal. P.U.C.)
Advice Letter No. _ 510 Date Filed
Decision No. JANICE HANNA Effective

Director, Corporate Accounting Resolution No.




Del Oro Water Co., Inc. Original P.U.C.
(WTB 61)

Sheet No. -W
Canceling -W

Director, Corporate Accounting Resolution No.

ALLWATERCO/ADVLTR/ADV.510

Schedule No. HC-1 (N)
GENERAL METERED SERVICE
HAT CREEK DISTRICT
APPLICABILITY
Applicable to all water service.
TERRITORY
The area known as Rim Rock Ranch, Unit No. 1, and vicinity, located near the community of Old Station,
Shasta County.
RATES
Quantity Rate:
Per Meter
Per Month
All usage, per 100 CU. ft. .......ovt i $ 2.01
Monthly Service Charge:
For 5/8 X 3/4 —NCh MELEr  ...oeovvvieieieiiicc s $33.35
For 3/4 —INCh MELET  ...veviiieiiiiic e 52.02
For 1 —INCh MELET .o 83.36
For  1-1/2 -InCh MEter  ..ocooveviiiiieiiiieeceec e 166.73
For 2 —INCh MELET .o 266.76
For 3 —INCh MELET .o 500.18
The Service Charge is a readiness-to-serve charge, which is applied to all metered service and
to which is added the month charge computed at the Quantity Rate.
SPECIAL CONDITIONS
1. The annual service charge applies to service during the 12 month period commencing January 1 and
is due in advance. If a permanent resident of the area has been a customer of the utility for at least 12
months, the resident may elect, as the beginning of the calendar year, to pay prorated service charges
in advance at intervals of less than one year in accordance with the utility’s established billing periods.
2. The established billing cycle for water used is monthly.
(continued) (N)
(To be inserted by utility) Issued by (To be inserted by Cal. P.U.C.)
Advice Letter No. 510 Date Filed
Decision No. JANICE HANNA Effective




Del Oro Water Co., Inc. Original P.U.C. Sheet No. -W
(WTB 61) Canceling -W
™)
Schedule No. HC-1
(Continued)
GENERAL METERED SERVICE
HAT CREEK DISTRICT
SPECIAL CONDITIONS (Cont’d.)
3. The opening bill for metered service, except upon conversion from flat rate service, shall be
established after the first day of any year, the portion of such annual charge applicable to the
current year shall be determined by multiplying the annual charge by one three-hundred-sixty-fifth
(1/365) of the number of days remaining in the calendar year. The balance of the payment of the
initial annual charge shall be credited against the charges for the succeeding annual period.
If service is not continued for at least one year after the date of initial service, no refund of the
initial annual charges shall be due the customers.
4. All bills are subject to reimbursement fee set forth on Schedule No. UF.
5. A late charge will be imposed per Schedule No. LC.
6. In accordance with Section 2714 of the Public Utilities Code, if a tenant in a rental unit leaves owing
the company, service to subsequent tenants in that unit will, at the company’s option, be furnished on
the account of the landlord or property owner.
N)
(To be inserted by utility) Issued by (To be inserted by Cal. P.U.C.)
Advice Letter No.__ 510 Date Filed
Decision No. JANICE HANNA Effective

Director, Corporate Accounting Resolution No.




Del Oro Water Co., Inc. REVISED P.U.C. Sheet No. 2104-W

(WTB 61) Canceling 2101-W
The following listed tariff sheets contain all effective rates and rules affecting the charges and services of the utility,
together with other pertinent information.

SUBJECT MATTER OF SHEET P.U.C. SHEET NO.

Title Page 2091-W

Table of Contents 2104-W, 2099-W, 2103-W, 2100-W, 2080-W  (C)

Preliminary Statements

A. Territory Serviced by the Utility 2092-W

B. Types and Classes of Service 2074-W

C. Description of Service 2074-W

D. Procedure to Obtain Service 2074-W

E. Symbols 1683-W

F. CDPH User Fees Balancing Account 1683-W

G. Water Testing Costs Resulting From CDPH Regulations 1684-W
Concerning Water Quality Balancing Account

H. Costs Resulting From Catastrophic Events or States of Emergency 1684-W, 2053-W
as Tracked in a Catastrophic Events Memo Acct.

I. Cost resulting From Unanticipated Repairs as Tracked in an 2053-W
Unanticipated Repair Costs Memo Account

J. PP District Improvement Project Memo Account 2054-W

K. PP, MG, LS District’s Extraordinary Memo Account 2054-W, 2055-W

L. LS District 2008 Emergency Water Extraordinary Events Memo 2055-W, 2056-W
Account

M. SB District Low Income Ratepayer Assistance Memo Account 2057-W

N. ST District Low Income Ratepayer Assistance Memo Account 2057-W, 2058-W

O. ST District Purchased Water Memo Account 2058-W, 2059-W

P. DOWC Extraordinary Events Legal/Engineering Memo Account 2059-W

Q. DOWC Transportation Memo Account 2060-W

R. DOWC Extraordinary Events Emergency Water and/or 2060-W
Supplemental Water Memo Account

S. RI District Mandatory Conservation Rationing Implementation 2061-W
Memo Account

T. RI District Lost Revenue Memo Account 2062-W

U. The Tax Relief, Unemployment Insurance Reauthorization, and 2063-W, 2064-W
Job Creation Act of 2010 Memorandum Account

V. DOWC, Safe Drinking Water State Revolving Fund Loan 2064-W
Repayment Balancing Account (SDWSRF/LRBA)

W. DOWC Statewide Lost Revenue Recovery Memorandum 2065-W
Account (SLRRMA)

(To be inserted by utility) Issued By (To be inserted by P.U.C.)
Advice Letter No. 510 Janice Hanna Date Filed
Decision No. Director, Corporate Accounting Effective

Resolution No.




Del Oro Water Co., Inc. REVISED P.U.C. Sheet No. -W

(WTB 61) Canceling 2179-W
TABLE OF CONTENTS
(Cont.)
SUBJECT MATTER OF SHEET P.U.C. SHEET NO.
Rate Schedules (cont.):
Country Estates District
Schedule No. CE-1A, Annual General Metered Service 1897-W, 1977-W
Ferndale District
Schedule No. FD-1A, Annual General Metered Service 1643-W, 1649-W, 1933-W
Schedule No. FD-4, Private Fire Protection Service 407-W, 408-W
Hat Creek District
Schedule No. HC-1, General Metered Service -W (N)
Johnson Park District
Schedule No. JP-1A, Annual General Metered Service 1900-W, 1974-W
Schedule No. JP-F, Facilities Fees 902-W
Lime Saddle District
. 1666-W, 1958-W, 1358-W,
Schedule No. LS-1A, Annual Metered Service 1413-W. 2177-W.
Schedule No. LS-F, Facilities Fee 2178-W
Magalia District
Schedule No. MD-1A, General Metered Service 2134-W, 2036-W, 2170-W
Metropolitan District
Schedule No. MP-1, General Metered Service 2024-W, 2017-W
Mt. Lassen District
Schedule No. ML-1A, Annual General Metered Service 830-W, 831-W
Schedule No. ML-2A, Monthly Stand-By Rate Flat Rate Service 832-W, 833-W
Schedule No. ML-MHF, Meter Hook-Up Fee 845-W
Paradise Pines District 2147-W, 1446-W, 2171-W,
Schedule No. PP-1A, Annual General Metered Service
Schedule No. 14.1, Water Shortage Contingency Plan with 1754-W, 1755-W, 1756-W,
Staged Mandatory Reduction and Drought 1757-W, 1758-W, 1759-W,
Surcharges 1760-W, 1761-W, 1965-W,
1763-W, 1764-W, 1765-W,
1966-W, 1767-W, 1768-W,
1769-W, 1770-W
(To be inserted by utility) Issued By (To be inserted by P.U.C.)
Advice Letter No. 510 Janice Hanna Date Filed
Decision No. Director, Corporate Accounting Effective

Resolution No.




Del Oro Water Co., Inc. REVISED P.U.C. Sheet No. -W

(WTB 61) Canceling 2135-W
TABLE OF CONTENTS
The following listed tariff sheets contain all effective rates and rules affecting the charges and services of the utility,
together with other pertinent information.
SUBJECT MATTER OF SHEET P.U.C. SHEET NO.
Title Page W (©
Table of Contents -W, (C)
W, N)
2099-W,
2103-W,
2126-W,
2011-W
(To be inserted by utility) Issued By (To be inserted by P.U.C.)
Advice Letter No. 510 Janice Hanna Date Filed
Decision No. Director, Corporate Accounting Effective

Resolution No.
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Hat Creek District
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CAD FILE: G:/Projects/Del Oro Water Company/18-033/HAT CREEK

SHASTA COUNTY

DEL ORO WATER COMPANY

HAT CREEK DISTRICT
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UNINCORPORATED AREA OF SHASTA COUNTY, CALIFORNIA
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Exhibit C

Del Oro Water Company
Hat Creek District
Advice Letter No. 510

Resolution W-5161 and
Current Rate Structure



DATE OF ISSUANCE: 3/27/2018

PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

WATER DIVISION RESOLUTION W-5161
March 22,2018

RESOLUTION

(RES. W-5161) HAT CREEK WATER COMPANY. ORDER
AUTHORIZING A GENERAL RATE INCREASE TO
PRODUCE ADDITIONAL ANNUAL REVENUES OF
$18,621, OR 52.9%, FOR TEST YEAR 2018, TO BE PAID BY
THE RATEPAYERS.

SUMMARY

By Advice Letter 30-W, filed on November 15, 2017, Hat Creek Water Company seeks to
increase its gross annual revenues by $17,266, or 49.1%, for Test Year 2018. Hat Creek
Water Company’s rate increase request is based upon an increase in operating expenses.

For Test Year 2018, this resolution grants Hat Creek Water Company an increase in
gross annual revenues of $18,621, or 52.9%, which is estimated to provide total annual
revenues of $53,800 based on a Rate of Margin (ROM) of 23.87%. The monthly bill for
an average customer with a 5/8 x %-inch metered residential customer using 10 CCF per
month would increase from $33.07 to $53.43, or 61.6%.

BACKGROUND

Hat Creek Water Company (Hat Creek) is a Class D water utility that has requested
authority under General Order 96-B, General Rule 7.6.2, Water Industry Rule 7.3.3(5),
and Public Utilities Code Section No. 454 to increase its water rates by $17,266 or 49.1%,
for Test Year (TY) 2018.

The last general rate increase (GRC) was granted on May 7, 2015, pursuant to
Resolution (Res.) W-5020, which authorized a rate increase of $15,561, or 71.0%,
resulting in a Rate of Margin of 21.69% for TY 2015. The present rates became effective
on August 31, 2017, pursuant to the approval of Advice Letter (AL) 29-W, which granted
a Consumer Price Index (CPI) increase of 2.1%.

212554586



Resolution W-5161 March 22, 2018
Water Division

Hat Creek is a class D water utility owned by John Parrish, who provides overall
management, engineering, and maintenance services. Mr. Parrish is a Grade D1 Water
Distribution Operator and a Grade T2 Water Treatment Operator. In addition to
providing technical operations for the utility, Mr. Parrish is responsible for accounts
receivable, billings, banking, bookkeeping, and customer relations. Hat Creek serves 63
metered customers in the area known as Rim Rock Ranch and vicinity, located in the
community of Old Station, Shasta County. A total of 53 customers have 5/8” x %"
meters.

The sole water source is surface water out of Hat Creek, for which the utility has
diversion rights assigned by the State Water Resources Control Board. All of the water is
treated through a filtration system pre and post-chlorination, plus an injection
coagulant. The water is then transported to a 100,000 gallon storage tank (bolted steel)
via a 4-inch supply line 1,800 feet to the storage tank. A 6-inch (gravity fed) supply line
carries the water into the distribution system.

There are four 1-inch customers, which include the Forest Service Camp Ground, the
Forest Service Visitor Center, the Cascade Showers/laundry mat facility, and the fourth
being a resident. The 1-1/2-inch meter serves the Rim Rock Ranch Resort, which closes
during the winter. The two 2-inch meters serve the Forest Service Work Center and the
Forest Service Camp Ground, which is, per agreement, charged at the 1-inch meter
charge. Lastly, the 3-inch meter is provided for Cal-Trans. The number of customers is
not expected to change in the upcoming years, so Hat Creek estimates no additional
customers for TY 2018.

NOTICE AND PROTESTS

A notice of the proposed rate increase was mailed to all customers. In this public notice,
all customers were informed of the 49.1% increase in revenues and the new rates. A
copy of the notice was mailed to each customer on January 6, 2018. No protests or
comments have been received.

DISCUSSION

The Water Division (Division) made an independent analysis of Hat Creek’s rate
increase request. Appendix A shows Hat Creek’s and the Division’s estimates of the
summary of earnings at present, requested, and recommended rates. Division is in
concurrence with Hat Creek’s estimates in operating revenues, expenses, and rate base.

2



Resolution W-5161 March 22, 2018
Water Division

Division reviewed operating revenues and expenses including employee labor,
materials, contract work, water testing, transportation expenses, other plant
maintenance, office salaries, office supplies and expenses, insurance, general expenses,
depreciation, and taxes other than income. Division verified the operating expenses by
reviewing supporting documents for substantiation and accuracy, and included the
amounts that were deemed reasonable and prudent. The ratebase and the adopted
quantities contained in Appendix D are also updated to reflect TY 2018.

Operating Revenues

Hat Creek’s operating revenues consist of general metered sales. There are
currently 63 active service connections. For the TY, Hat Creek does not expect to
add or lose any customers. A review of the past recorded numbers of customers
during the past five years indicates there has been essentially no change in the
number of customers, therefore, Division concurs with the utility’s estimate of
customers and revenues at present rates.

Operating Expenses

Hat Creek and the Division concur with the estimates for operating expenses based
upon the recorded operating expenses from the 2014, 2015, and 2016 annual reports.
Hat Creek applied a three-year average, and then applied the appropriate labor and
non-labor inflation rates to each category for 2017 and TY 2018. In the previous GRC,
and in the adopted summary of earnings in Resolution W-5020, Hat Creek neither
requested, nor estimated, expenses for any of the following;:

Adopted 2015 TY-2018
e Other volume related expenses $0 $2,906
e Employee labor $0 $3,900
e Water testing $0 $1,948
e Office salaries $0 $1,455
e Employee benefits $0 $1,900
e Uncollectibles expense $0 $12

However, in its AL 30 and its supporting workpapers, Hat Creek applied the
appropriate amounts recorded in its annual reports and estimated using the forecasting
methods discussed above.
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Hat Creek has received grants, principally for a new treatment system, that have
resulted in significant improvements for the water system. While the plant facilities are
in good condition, they are mostly contributed or fully depreciated plant. For quite
some time, and in an effort to keep rates low in the community, Mr. Parish has elected
to forgo management salaries, employee labor, and other expense items commonly
associated in operating expenses for Class D water utilities in similar scope and size. In
addition, Mr. Parish is nearing retirement, and the successor and/or future manager or
owner will need to both be compensated and meet such reasonable operating expenses
accordingly.

As a result, this arrangement has kept net revenues low; however, this business model
is not sustainable, and it has come to the point where Hat Creek should record expenses
in these accounts, especially if Mr. Parish retires and/or hires an operator to assist in
system operation. The Division finds it reasonable that the modest amounts proposed
for employee labor, office salaries, and employee benefits are fully warranted.

Prior to 2016, and in the previous GRC, Other Volume Related expenses (USOA 618)
were embedded into the General Expenses category. Similarly, Water Testing expenses
were embedded into Contract Work — Others (USOA 650). Beginning in 2016, with the
assistance of an accounting consultant, both Other Volume Related and Water Testing
expenses were reallocated accordingly into their appropriate line items.

Uncollectibles, monies not received or shortfalls, were relatively low and were recorded
as zero in both the 2014 and 2015 annual reports. Beginning in 2016, with the assistance
of an accounting consultant, Hat Creek was advised to record $35 in unaccounted for
revenues. Using the forecasting method described above, Hat Creek took a three year
average (2014 through 2016), and escalated accordingly to estimate Uncollectibles for
TY 2018.

Plant Additions and Ratebase

There have been no additions to plant or ratebase since the previous GRC.

Rate of Return vs. Rate of Margin

Hat Creek has requested a ROM of 23.87%. Two methods are available for the Division
to utilize in the rate-making process: (1) ROR and (2) ROM. In Res. W-4524 (March 17,
2005), the Commission adopted a revised set of standard practices for determining the

profit for Class C and D water utilities using the rate of return and rate of margin
4
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methods. Both methods are to be used. Per Decision 92-03-093, dated March 31, 1992,
Division must recommend the method that produces the higher revenues. In the ROM
method, the utility’s revenue requirement is defined as the sum of its operating and
maintenance expenses, depreciation, income and other taxes, multiplied by the ROM.
This method gives the small water utilities the opportunity to earn a more reasonable
and appropriate revenue requirement when the utility has “little rate base”. If only the
ROR method was used, a utility with little or no ratebase would earn little or no return.
The Division recommended ROR is 10.50% to 11.50% for a Class D, 100% equity-
financed utility. Division has recommended a ROM of 23.87% for Class D water
utilities.! Applying a ROR of 11.50% yields a net income of $334 versus a $10,368 when
applying a ROM. This comparison of the two methods indicates that the ROM method
produces a higher revenue requirement; therefore, Division recommends the ROM
method at 23.87%.

Taxes
Due to changes in the Federal tax rates, Division applied a 21% flat tax rate. In its filing,
Hat Creek applied a 15% Federal tax rate to the first $50,000 of income. Accordingly,

the Federal income tax expense increased from $1,783 to $2,756 for Test Year 2018.

Comparison of Water Bills

Class D utilities are authorized by Decision 92-03-093 to request to recover up to 100% of
fixed costs in the service charge. Hat Creek requested this rate structure in its filing,
and the Division concurs. Hat Creek’s present rate structure consists of one schedule:
Nos. 1 — General Metered Service. The rates proposed by the Division are shown in
Appendix B. At Division’s recommended rates shown in Appendix B, the monthly bill
for an average customer with a 5/8 x %-inch metered residential customer using 10 CCF
per month would increase from $33.07 to $53.43, or 61.6%. A comparison of customer
bills at present and recommended rates is shown in Appendix C. The Adopted
Quantities and Tax Calculations are shown in Appendix D.

Affordability of Proposed Rates

At Division’s recommended rates shown in Appendix B, the average bill for a 5/8 x %4-
inch metered residential customer consuming 10 CCF per month would increase from

T Water Division Memorandum entitled “Rates of Return and Rates of Magin for Class C and Class D
Water Utilities” dated February 4, 2017
5
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$33.07 to $53.43, or 61.6% in TY 2018. Hat Creek Water Company is located in the 96071
zip code in Shasta County, near the town of Old Station, where the annual median
household incomes (MHI), respectively for the zip code, county and town are $37,061,
$36,791 and $45,5822 The proposed rate, accordingly, would be 1.74%, 1.75% and 1.41%
of the respective MHlIs.

It should be noted that no affordability criteria has been developed and adopted in any
Commission Decision or Resolution. However, in October 2017, the Health and Safety
Code in the California Code of Regulations (Sec. 116760.50) was amended to establish
an affordability threshold of 1.5% of MHI for average water bills in Severely
Disadvantaged Communities, as defined (60% of California Statewide MHI of $60,818,
or $37,091)%. While the Commission adheres to cost-of-service regulatory principles in
developing rates for its jurisdictional utilities, and the Division’s recommended rates for
Hat Creek Water are a minimum to satisfy the utility’s technical , managerial and
financial capacity and operational capability, the discussion regarding affordability is
presented, nonetheless, to indicate to the Commission the relationship between the
proposed rates and local economic circumstances.

Balancing Accounts
Hat Creek currently has no pending or outstanding balancing accounts.

SAFETY

Hat Creek meets all applicable drinking water quality standards as required by the
State Water Resources Control Board, Division of Drinking Water (SWRCB).

There are no fire districts within the service area and Hat Creek has provided Division
with the locations and technical specifications of the five hydrants throughout the
service area. Hydrants are flushed once annually and inspected during the fall season
to ensure they are drained appropriately to prevent freezing.

The water treatment plant is monitored on a daily basis, either by remote computer or
manually. Since this is a one-person operation, the level of safety is a high priority for
the utility owner.

2 Income by Zip Code - California - 96071
3 See Assembly Bill 560 (Salas); Chaptered by Secretary of State on October 7, 2017 - Chapter 552, Satutes
of 2017.
6
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COMPLIANCE

Hat Creek has no outstanding compliance orders and has been filing annual reports as
required. Hat Creek meets all applicable drinking water quality standards as required
by the SWRCB.

COMMENTS

This is an uncontested matter that pertains solely to a water corporation. Accordingly,
pursuant to Public Utilities Code Section 311(g)(3), this resolution is exempt from the
30-day period for public review and comment.

FINDINGS

1. The Summary of Earnings (Appendix A) recommended by the Water Division
(Division) is reasonable and should be adopted.

2. The rates recommended by the Division (Appendix B) are reasonable and should
be adopted.

3. The quantities (Appendix D) used to develop the recommendations of the
Division are reasonable and should be adopted.

4. The water rate increase authorized herein is justified and the resulting rates are
just and reasonable.

5. Hat Creek Water Company should be allowed to file a Tier 1 advice letter to
supplement to Advice Letter No. 30 to incorporate the rate schedules (Appendix
B), and to concurrently cancel its presently effective Rate Schedules. The
effective date of the revised rate schedule should be 5 days after the date of filing.

6. This is an uncontested matter subject to the public notice comment exclusion
provided in the PU Code Section 311(g)(3).
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THEREFORE, IT IS ORDERED THAT:

1. Authority is granted under Public Utilities Code, Section 454, for Hat Creek
Water Company to file a supplement to Advice Letter No. 30 to incorporate the
rate schedules (Appendix B), and to concurrently cancel its presently effective
Rate Schedules. The effective date of the revised rate schedule shall be 5 days
after the date of filing. This advice letter shall become effective upon approval by
Staff of the Division of Water and Audits.

2. Hat Creek Water Company is authorized to increase the Test Year 2018 water
revenues by $18,621 or 52.9%.

This resolution is effective today.
I certify that the foregoing resolution was duly introduced, passed, and adopted at a

conference of the Public Utilities Commission of the State of California held on March
22, 2018; the following Commissioners voting favorably thereon:

/s/ ALICE STEBBINS

ALICE STEBBINS
Executive Director

MICHAEL PICKER

President

CARLA J. PETERMAN

LIANE M. RANDOLPH
MARTHA GUZMAN ACEVES
CLIFFORD RECHTSCHAFFEN
Commissioners
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APPENDIX A
HAT CREEK WATER COMPANY
Summary of Earnings — Test Year 2018

Utility Estimated Rates Division Rates Recommended Rates
Present Requested Present

Operating Revenue
General Metered Revenue $35,179 $52,445 $53,800 $53,800
General Unmetered Revenue $0 $0 $0 $0
Reclaimed Water Sales $0 $0 $0 $0
Private Fire $0 $0 $0 $0
Other Water Revenue $0 $0 $0 $0
Other Unmetered Revenue $0 $0 $0 $0
Total Revenue $35,179 $52,445 $53,800 $53,800

Operating Expenses
Purchased Water $0 $2,245 $0 $2,245
Purchased Power $3,044 $2,816 $3,044 $2,816
Other Volume Related Expenses $0 $2,906 $0 $2,906
Employee Labor $0 $3,900 $0 $3,900
(Labor Capitalized) $0 $0 $0 $0
Materials $3,133 $2,001 $3,133 $2,001
Contract Work $4,343 $1,603 $4,343 $1,603
Water Testing $0 $1,948 $0 $1,948
Transportation Expenses $950 $1,028 $950 $1,028
Other Plant Maintenance $1,977 $2,348 $1,977 $2,348
Office Salaries $0 $1,455 $0 $1,455
Management Salaries $4,800 $4,989 $4,800 $4,989
Employee Benefits $0 $1,900 $0 $1,900
Uncollectibles Expense $0 $12 $0 $12
Office Services & Rentals $0 $0 $0 $0
Office Supplies & Expenses $2,740 $2,489 $2,740 $2,489
Professional Services $255 $892 $255 $892
Insurance $2,600 $2,646 $2,600 $2,646
Regulatory Commission Expense $0 $131 $0 $131
General Expenses $5,262 $3,887 $5,262 $3,887
Total Expenses $29,104 $39,195 $29,104 $39,195
Depreciation $0 $0 $0 $0
Taxes other than Income $669 $208 $669 $208
State Income Tax $800 $1,153 $800 $1,273
Federal Income Tax $0 $1,783 $0 $2,756
Total Deductions $30,573 $42,339 $30,573 $43,432
Net Revenue $4,606 $10,106 $4,606 $10,368

RATE BASE

Utility Plant $955,815 $953,365 $955,815 $953,365
Construction Work in Progress $0 $0 $0 $0
Materials and Supplies $1,029 $2,001 $1,029 $2,001
Working Cash $2,409 $3,266 $2,409 $3,266
Accumulated Depreciation $955,815 $955,815 $955,815 $955,815
Advances for Construction $0 $0 $0 $0
Contributions in Aid of Construction $0 $0 $0 $0
Deferred Income Taxes $0 $0 $0 $0
TOTAL RATE BASE $3,438 $3,266 $3,438 $3,266
Rate of Margin (ROM) 23.87%

END OF APPENDIX A
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APPENDIX B

HAT CREEK WATER COMPANY
Schedule No. 1
GENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service.
TERRITORY

The area known as Rim Rock Ranch, Unit No. 1, and vicinity, located near the community of Old
Station, Shasta County.

RATES
Quantity Rate:
All Water used per 100 cu.ft $2.01 @
Service Charge: Per Meter Per Month
For 5/8 x 3/4 inch meter $ 33.35 ]
For 3/4-inch meter $ 52.02 ]
For 1-inch meter $ 83.36 D
For 1-1/2-inch meter $166.73 D
For 2-inch meter $266.76 ]
For 3-inch meter $500.18 ]
The Service Charge is a readiness-to-serve charge which is applicable to metered
service and to which is to be added monthly charge computed at the Quantity
Rate.
SPECIAL CONDITIONS

1. In the event that a customer terminates service under this schedule and reinstates service
at the same location, there will be a reconnection charge equal to the minimum charge
which would have been billed had the customer not terminated service.

2. All bills are subject to the reimbursement fee set forth on Schedule No. UF

END OF APPENDIX B
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APPENDIX C
HAT CREEK WATER COMPANY

Comparison of Rates

Test Year 2018
METERED SERVICE Per Service Connection Per Month
Present Proposed  Percent
Rates Rates Increase
Service Charge:
For 5/8 x 3/4 - inch meter $21.47 $33.35 55.3%
Quantity Charge:
All water, per 100 cu. ft. $1.16 $2.01 73.2%

Comparison of a monthly typical bill for residential metered customers with a
5/8 x 3/4 - inch meter is shown below at current rates and recommended rates for Test
Year 2014.

Usage Present Recommended Percent of
100 cu. ft. Rates Rates Increase

0 $21.47 $33.35 55.3%

5 27.27 43.39 59.1%

10 (avg.) 33.07 53.43 61.6%

15 38.87 63.48 63.3%

20 48.15 73.52 52.7%

30 56.27 96.61 66.4%

END OF APPENDIX C
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APPENDIX D (Page 1/2)

HAT CREEK WATER COMPANY
ADOPTED QUANTITIES
Test Year 2018

Expenses:

1. Purchased power (Electric)

Total cost ($) $2,816
2. Purchased Water $2,245
3. Insurance Expense $2,646

4. Number of Service Connections:

Metered Rate
5/8 x 3/4 inch meter 54
3/4-inch meter 0
1-inch meter 6
1-1/2 inch meter 1
2-inch meter 1
3-inch meter 1
Total 63
5. Total Water Sales-Metered Customers 11,116 Ccf

(cont.)

March 22, 2018
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APPENDIX D (Page 2/2)
HAT CREEK WATER COMPANY

ADOPTED QUANTITIES
Test Year 2018
Line State Federal
No. Item Tax Tax
1. Operating Revenue $53,800 $53,800
2. O & M Expenses $39,195 $39,195
3. Taxes Other Than Income $ 208 $ 208
4. Depreciation and Interest $ 0 $ 0
5. Taxable Income for State Tax $14,397
6. State Tax $1,273
7. Taxable Income for FIT $13,124
8. Federal Income Tax $2,756
9. Total Income Tax $4,029
California Corporate Franchise Rate 8.84%
Federal Income Tax Rate
Flat Rate 21%

END OF APPENDIX D
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HAT CREEK WATER COMPANY
ADVICE LETTER NO. 30
SERVICE LIST

Board of Supervisors
1415 Court St., Suite 308B
Redding, CA 96001-1673

Big Springs Mutual Water Co.

P.O. Box 132
Old Station, CA 96071
Hatcrk49@citilink.net

CDDW

364 Knollcrest Dr., Suite 101
Redding, CA 96002
mikemcnamara@cdph.ca.gov

Jack Hawks, Director

CWA

601 Van Ness Ave., Ste. 2047
San Francisco, CA 94102
jthawks@calwaterassn.com

Hat Creek Highlands Mutual
Water Co.

P.O. Box 62

Old Station, CA 96071
jandismmons@frontiernet.net



file:///d:/jp4/Application%20Data/OpenText/OTEdit/cs_cpuc_ca_gov-otcs/c26007498/jhawks@calwaterassn.com
file:///d:/jp4/Application%20Data/OpenText/OTEdit/cs_cpuc_ca_gov-otcs/c26007498/Hatcrk49@citilink.net
file:///d:/jp4/Application%20Data/OpenText/OTEdit/cs_cpuc_ca_gov-otcs/c26007498/jandismmons@frontiernet.net
file:///d:/jp4/Application%20Data/OpenText/OTEdit/cs_cpuc_ca_gov-otcs/c26007498/mikemcnamara@cdph.ca.gov

Exhibit C
Del Oro Water Company

Hat Creek District

Current Rates

Test Year 2019
Present
Customers Total Bills Rates Revenue

5/8x3/4" 54 648 33.35 21,611
3/4" 0 0 52.02 0
1" 6 72 83.36 6,002
1.5" 1 12 166.73 2,001
2" 1 12 266.76 3,201
3" 1 12 500.18 6,002
63 38,817
Adopted Quantities (ccf) 7,455 2.010 14,985
53,801

Bill Comparison - 3/4" service
Metered Customers

Present
Usage (ccf) Rates

0 33.35
10 53.45|
20 73.55
30 93.65

40 132.42

Average Bill per Resolution W-5161
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Del Oro Water Company
Hat Creek District
Advice Letter No. 510

Harold V. Morgan June 28, 2018
Fair Market Value

























































Exhibit E

Del Oro Water Company
Hat Creek District
Advice Letter No. 510

Proposed Summary of Earnings
And Rate Base



EXHIBIT E SHEET VII-1
HAT CREEK WATER DISTRICT
SUMMARY OF EARNINGS
TEST YEAR 2019
A B | C
Line Hat Creek Water Company
No Item W-5161 DOWC
Operating Revenues 3/22/2018
1 460|Flat rates
2 470|Metered rates 53,800 53,800
3 462|Private fire protection
4 TOTAL REVENUE 53,800 53,800 6,756,781 Gallons 2017
S Operating Expenses 903,313 CF
6 610|Purchased water 2,245 2,245 9,033 CCF
7 615|Purchased power 2,816 2,816
8 618|Other volume related 2,906 2,906]Customer Number & Meter Sizes
9 630|Employee labor 3,900 3,900
10 640[Materials 2,001 2,001 54 5/8"
11 650|Contract work 3,551 3,551 6 1"
12 660| Transportation expense 1,028 1,028 1 L.5"
13 664 |Other plant maintenance 2,348 2,348 1 2"
14 670]Office salaries 1,455 1,455 1 3"
15 671|Management salaries 4,989 4,989 63
16 674|Employee pension & benefits 1,900 1,900
17 676(Uncollectible 12 12
18 678|Office services & rentals 0 0
19 681|Office supplies & expense 2,489 2,489
20 682 [Professional services 892 892
21 684|Insurance 2,646 2,646
22 688|Regulatory commission expense 131 131
23 689|General expenses 3,887 3,887
24 SUBTOTAL 39,195 39,195
25 403|Depreciation 0 2,664
26 408|Taxes other than income 208 595
27 409/10{Income taxes 4,029 3,283
28 Total Deductions 43,432 45,737
29 Net Revenue 10,368 8,063
30 Rate Base 3,266 80,000
31 Rate of Return 23.870% 10.08%




EXHIBIT E

HAT CREEK DISTRICT
RATE BASE

HAT CREEK DISTRICT
SCHEDULE A-1c
Account 101.2 - Water Plant in Service - Grant Funds

Balance Plant Additions |Plant (Retirements)] Other Debits* Balance
Line Acct Title of Account Beg of Year During year During year or (Credits) End of year
No. No. (a) (b) (c) (d) (e) ()
1 NON-DEPRECIABLE PLANT
2 301 Intangible Plant 381,638 $ 381,638
3 303 Land 10,000 $ 10,000
4 Total non-depreciable plant $ 391,638 | $ -1$ -1 $ -1 $ 391,638
5
6 DEPRECIABLE PLANT
7 304 Structures 100,509 $ 100,509
8 307 Wells $ =
9 | 311 Pumping Equipment 12,813 $ 12,813
10 | 317 Other Water Source Plant $ -
11 | 320 Water Treatment Plant 67,376 $ 67,376
12 | 330 Reservoirs, Tanks and Sandpipes 65,336 $ 65,336
13 | 331 Water Mains 10,960 $ 10,960
14 | 333 Services and Meter Installations 1,534 $ 1,534
15 | 334 Meters 5,748 $ 5,748
16 | 335 Hydrants $ -
17 | 339 Other Equipment 297,451 $ 297,451
18 | 340 Office Furniture and Equipment $ -
19 | 341 Transportation Equipment $ -
20 Total depreciable plant $ 561,727 | $ -1$ -1 $ -1 $ 561,727
21 Total water plant in service $ 953,365 | $ -1% -1 $ -1% 953,365
* Debit or credit entries should be explained by footnotes or supplementary schedules
2,001
3,266
(955,815)
3,266
76,734
80,000

10of 1

Utility Plant

Materials & Supplies
Working Cash

Grant/Depreciation

Rate Base per Resolution W-5161
Acquistion Adjustment

Purchase Price per Appraisal
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Del Oro Water Company

Hat Creek District

Service List for Advice Letter No. 510

California Public Utilities Commission
Daniel Song

Division of Water and Audits
415-703-2691

water division{@cpuc.ca.gov

California Public Utilities Commission
Division of Ratepayer Advocates
dra_water al@cpuc.ca.gov

Del Oro Water Company, Inc.
servicelist@delorowater.com

Larry Lees, Shasta County Administrative Officer
1450 Court Street, Ste. 308A

Redding, CA 96001-1673

1-530-225-5561

llees(@co.shasta.ca.us

Big Springs Mutual Water Co.
P.O. Box 132

Old Station, CA 96071
Hatcrk49@citilink.net

CDDW

364 Knollcrest Dr., Suite 101
Redding, CA 96002
dwpredding@waterboards.ca.gov

Jack Hawks, Director

CWA

601 Van Ness Ave., Ste. 2047
San Francisco, CA 94102
jhawks(@calwaterassn.com



mailto:water_division@cpuc.ca.gov
mailto:dra_water_al@cpuc.ca.gov
mailto:servicelist@delorowater.com
mailto:llees@co.shasta.ca.us
mailto:Hatcrk49@citilink.net
mailto:mikemcnamara@cdph.ca.gov
mailto:jhawks@calwaterassn.com

CERTIFICATE OF SERVICE

I certify that I have by mail this day served a true copy of Advice Letter No. 510 on all
interested persons and organizations in these filings or their attorneys as shown on the
attached list.

Dated: February 22, 2019, at Chico, California

Lori L. Charlesworth

NOTICE

Interested Persons and Organizations should notify the Water Division, Public Utilities
Commission, 505 Van Ness Avenue, Room 4002 San Francisco, CA 94102, of any
change of address to ensure that they continue to receive documents. You must indicate
the Resolution number on the service list on which your name appears.
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